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The aging of the U.S. population is an ongoing trend. The 
U.S. Census Bureau projects that by 2050 one in every five 
Americans will be over 65,1 and that by 2060 the over-65 
population will have doubled in absolute size and the 
over-85 population will have tripled.2 Life expectancy of 
a 65-year-old in 2014 compared to 1980 was 3.9 years 
longer for a man and 4.3 years longer for a woman.3
Of course, not all of these extra years are experienced 
in full health. The prevalence of chronic disease in this 
age group is high—approximately 50 percent of those 
over 65 suffer from hypertension and 20 percent of 65- 
to 84-year-olds have diabetes, for example—and many 
elderly suffer from functional limitations at some point. 
While only 5.2 percent of 65- to 74-year-olds have diffi-
culty dressing and bathing themselves, almost one-third 
of those over 85 do.4
Research has shown that a variety of health outcomes 
and behaviors, ranging from mortality5 to smoking6 to 
time spent receiving medical care,7 are sensitive to changes 
in economic growth, and that the effects may vary by age.8
This brief looks at the relationship between macro-
economic conditions, as measured by the national 
unemployment rate, and utilization of long-term care, 
as measured by respondents’ reports in the Health 
and Retirement Study (HRS) of what type of care they 
received in the past month to help with daily activities.
Utilization of Long-Term Care
Long-term care for older adults can take the form of 
nursing home care, formal (paid) home care, or informal 
(unpaid) home care. Almost 1 in 5 individuals over the 
age of 65 gets some type of help with activities of daily 
living (ADLs) such as bathing, dressing, and self-feeding, 
or with instrumental activities of daily living (IADLs) 
such as preparing hot meals and taking medications.9 
According to the HRS data, from the years 1988 to 2012, 
86 percent of respondents over age 65 use some form 
of long-term care, and the predominant form—used by 
11 percent of respondents—is informal care provided 
in the home, usually by a family member (Figure 1). 
Approximately 3 percent of survey respondents were in 
a nursing home,10 just over 1 percent exclusively received 
care in the home from a paid provider, and 3 percent used 
some mix of formal and informal home care. 
FIGURE 1. LONG-TERM CARE UTILIZATION RATES,  
PERSONS AGE 65 AND OLDER, 1998–2012 
Note: The authors use unweighted means because most individuals who enter 
a nursing home are weighted out of the survey. Source: University of Michigan 
Health and Retirement Study, 1998–2012 data.
Overall Utilization Declines
Based on an analysis of long-term-care utilization data 
in the HRS from 1998 to 2012, we estimate that a 1 point 
increase in the unemployment rate is associated with a 
1.5 percent drop in utilization of any form of long-term 
care.11 Figure 2 shows the total effects implied by this 
estimate for the two most recent recessions in the United 
States. During the 2007–2009 Great Recession, when the 
unemployment rate rose from 5.0 percent (December 
2007) to 9.5 percent (June 2009), utilization likely 
dropped 6.75 percent. During the much smaller down-
turn of 2001, when the unemployment rate rose from 4.3 
percent (March 2001) to 5.5 percent (November 2001), 
utilization is estimated to have dropped 1.8 percent.
Declines Driven by Drop in Informal 
Home Care
The type of long-term care used can vary dramatically 
by a person’s health care needs and personal circum-
stances. For example, the need for nursing home care 
may be driven by conditions such as Alzheimer’s 
disease that require constant care and supervision, 
whereas informal home care is strongly affected by 
proximity to one’s relatives and each relative’s labor sta-
tus. Our estimates show that all of the change in overall 
long-term care utilization described above was the 
result of a decrease in the most common type of care, 
informal home care. We estimate that for every per-
centage point increase in the national unemployment 
rate, utilization of informal home care fell 14.6 percent.
Just as important as the utilization of care is the kind 
of and intensity of care among those who report receiv-
ing any care. Figure 3 shows the effects of the 2007–
2009 Great Recession on the two primary components 
of the intensity of unpaid home care utilization: the 
number of unpaid caregivers, and the number of hours 
of care received from these caregivers. 
As Figure 3 shows, the estimated effect of the 2007–
2009 Great Recession is an 18.5 percent decline in total 
hours of unpaid home care reported. At the same time, 
there was a significant 7 percent increase in the number 
of unpaid caregivers that care users reported. There are 
several reasons why average hours of care might fall 
while the number of caregivers making up those hours 
rose. The most likely is that higher unemployment 
increases the availability of adult children and other 
relatives to provide occasional care.
FIGURE 2. ESTIMATED PERCENT CHANGE IN ANY LONG-
TERM CARE UTILIZATION DURING TWO RECESSIONS
Source: Authors’ analysis of 1998–2012 Health and Retirement Study data.
Source: Authors’ analysis of 1998–2012 Health and Retirement Study data.
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Box 1: Definitions 
Activities of daily living (ADLs) are the set of every-
day activities involved in self-care. They include 
moving from one place to another (e.g., getting out 
of a chair without assistance), bathing and shower-
ing, dressing, feeding, personal hygiene (e.g. comb-
ing hair), and toilet hygiene.
Formal home care refers to care provided in the 
recipient’s home for regular pay. This care is usu-
ally delivered by a non-relative caregiver, but the 
category also captures friends and relatives who are 
paid for care.
Health is measured at the individual level using sev-
eral indicators. Subjective health status is measured 
by the respondent on a four-point scale: excellent, 
good, fair, and poor. 
Informal home care refers to care provided in the 
recipient’s home without a regular pay agreement. It 
is usually provided by a relative such as a spouse or 
adult child.
Instrumental activities of daily living (IADLs) are skills 
that are not as basic as ADLs but that allow an indi-
vidual to live independently in the community. They 
include doing housework, preparing meals, shopping, 
using the telephone, managing money, and taking 
medications as directed.
Nursing home care refers to care in a residential facil-
ity that provides the following services: room, meals, 
assistance with personal care, dispensing of medica-
tion, and 24-hour nursing assistance. 
Wealth is measured at the household level and 
includes the values of primary residence, second-
ary residence, additional real estate, business assets, 
all vehicles, individual retirement accounts, stocks, 
mutual funds, savings accounts, bonds, and CDs.  
All are net values.
Why Does Utilization Decline in a 
Recession?
Many factors affect demand for and access to different 
forms of long-term care, and changes in the busi-
ness cycle have the potential to affect several of them. 
We can think of the factors that affect utilization as 
belonging to one of two broad groups: access factors 
and needs factors. Access factors determine what an 
individual’s choice set looks like if care is needed. 
One key access issue may be whether or not unpaid 
care in the home is available, and for most elderly persons 
this depends on having a healthy spouse or adult child 
who is able to provide care. During recessions, the elderly 
are more likely to report living with an adult child and 
less likely to report that their children are employed full 
time. Both of these factors would seem to encourage more 
informal caregiving, and previous studies have shown that 
children who work less provide more care.12 However, 
though the number of informal caregivers rose, utilization 
of informal care actually fell during the recession. 
For formal care, affordability is likely to be a key to 
access.13 The majority of individuals who need long-term 
care are likely to be retired, and their asset holdings and 
income, except for pensions and Social Security, tend to 
vary with economic conditions. A similar model to the 
one used to estimate utilization changes shows that, dur-
ing the Great Recession, there was no significant change 
FIGURE 3. ESTIMATED PERCENT CHANGE IN INTENSITY 
OF INFORMAL HOME CARE UTILIZATION DURING THE 
GREAT RECESSION, 2007–2009 
Note: Estimates based on data for respondents reporting at least one hour of 
unpaid home care during 1998–2012 survey period. Source: Authors’ analysis of 
1998–2012 Health and Retirement Study Data.
in the incomes of elderly households in the HRS sample, 
but the average loss in wealth (likely driven by decreases 
in the value of real estate holdings and investments) 
associated with the unemployment increase was $12,163.  
However, we do not find any significant changes in formal 
care associated with the Great Recession.
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Poorer but Healthier?
It seems reasonable that chang-
ing macroeconomic conditions 
can generate wealth and income 
fluctuations that affect the afford-
ability of formal long-term care, 
or can influence the number 
of family members available to 
provide informal care. What may 
be less obvious is that recessions 
can also affect health, disability, 
and the need for care. Studies in 
health economics have shown 
that many aggregate measures of 
health improve during recessions, 
and that a health improvement is 
specifically felt by the elderly.14 The 
explanations for this phenomenon 
include better health behaviors 
(for example, smoking less and 
exercising more) among individu-
als who are working less, as well as 
fewer auto accidents. Particularly 
relevant to the elderly may be bet-
ter staffing in long-term care set-
tings. Research suggests that both 
employment rates and the length 
of time nursing home workers stay 
in jobs increases when unemploy-
ment is high.15 
If better health indeed follows 
from recession, this outcome is 
a likely explanation for both the 
decrease in any utilization of care 
and the decrease in total hours 
of informal home care. Using the 
same method described above, 
we estimate that there was a 6.52 
percent decrease associated with 
the Great Recession in the frac-
tion of the elderly in fair or poor 
health. There was also a significant 
decrease in the number of limita-
tions in ADLs for women as the 
unemployment rate increased.
on the fact that children who provide 
care to their parents may do so in 
exchange for occasional cash transfers 
or promises of a bequest; this care 
provision might have fallen because 
elderly parents had less wealth during 
economic downturns.18
That recessions are associated 
with better health for certain indi-
viduals, especially the elderly, is one 
of the more unexpected findings to 
come from research on the rela-
tionship between the economy and 
health.19 The results presented here 
are consistent with those findings.
Data and Methods
This brief uses data from the 1998 
through 2012 waves of the Health 
and Retirement Study (HRS) 
conducted by the University of 
Michigan. Data from the origi-
nal HRS cohort (born between 
1931 and 1941), the AHEAD 
cohort (born before 1924), and the 
Children of the Depression Age 
Cohort (born between 1924 and 
1931) are pooled to make up the 
analysis sample. 
Estimates of long-term care utili-
zation and wealth effects of the Great 
Recession come from the multivari-
ate regressions that control for the 
following individual characteristics: 
age; marital status; education level; 
number of reported problems with 
ADLs; number of reported prob-
lems with IADLS; and indicators for 
diabetes, cancer, heart condition, 
stroke, memory disease, arthritis, 
and incontinence. Models for health 
effects include only controls for age, 
marital status, and education levels. 
All models include individual fixed 
effects.20 Differences presented in the 
text are statistically significant unless 
otherwise indicated. 
Conclusion
The economic contraction of 2007–
2009 impacted almost all Americans 
in some way. The drop in real gross 
domestic product was the largest in 
the United States since World War 
II. The average net worth of U.S. 
households fell by over 20 percent, 
and the unemployment rate more 
than doubled before the labor mar-
ket started to recover.16 
The elderly, the nation’s largest-
growing population segment, were 
affected in a number of important 
ways, including their need for 
and utilization of long-term care. 
Surprisingly, despite a large reduc-
tion in wealth in elderly households 
caused by the recession, we do not 
find a significant change in utilization 
in either paid home care provided by 
non-relatives or nursing home care.17 
However, based on the results of our 
analysis, the increase in the national 
unemployment rate associated with 
the Great Recession resulted in a 
significant decrease in the utilization 
of informal (unpaid) care provided in 
home by family members. 
The cause of a reduction in infor-
mal home care is not immediately 
obvious. One contributing factor 
could be an unexpectedly positive 
health effect of the recession for the 
elderly: consistent with much of 
the existing literature on economic 
conditions and health, we find that 
two important measures of health 
for the elderly—self-reported health 
status and number of limitations with 
ADLs—improve significantly when 
unemployment rates are higher. All 
else equal, better health, and espe-
cially fewer limitations, should reduce 
demand for long-term care. One 
other possible explanation for less uti-
lization of informal care, and one that 
we cannot test in our data, is based 
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We measure changes in macro-
economic conditions from month to 
month using the national unemploy-
ment rate. During the 2007–2009 
Great Recession the unemployment 
rate rose by 4.5 percentage points, and 
during the 2001 recession it rose by 
1.5 percentage points. This is the value 
we use in estimating the effect of 
changes during the Great Recession.
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